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SUBJECT: PL-480 U.S. USES 
REF : AIDTO A-519 

1. MISSION INCREASINGLY CONCERNED OVER THE BALANCE OF PAYMENTS 
OUTLOOK. THE RUNDOWN OF EXCHANGE RESERVES DURING 1973 TO 
SEPTEMBER EIGHT WAS $107 MILLION, OR OVER $13 MILLION PER MONTH. 
THIS TREND CLEARLY CANNOT BE CONTINUED FOR LONG. CONSIDERING 
THE UNCERTAIN TIMING AND SIZE OF FY1974 AID APPROPRIATIONS, 

WE BELIEVE THERE IS A STRONG CASE FOR REDUCTION OF U.S. USES 
PORTION OF PL-480 TITLE I LOCAL CURRENCY. REDUCTION TO ZERO, 
ASSUMING TITLE I LEVEL OF $150 MILLION, WOULD ADD $2.5 MILLION 
PER MONTH TO GVN EXCHANGE RECEIPTS. THIS ADDITION WOULD 
SIGNIFICANTLY DAMPEN RESERVE LOSS OVER NEXT FEW MONTHS, GO PART 
OF THE WAY TO REASSURE GVN OF CONTINUING U.S. SUPPORT, AND HELP 
TO PREVENT LOSS OF CONFIDENCE IN PRIVATE SECTOR. 

2. THE 20 PERCENT U.S. USES SHARING OF TITLE I PROCEEDS MADE 
SENSE WHEN GVN EXCHANGE RESOURCES STEMMING FROM U.S. 

MILITARY PRESENCE WERE SUCH THAT EXCHANGE A VAIL ABU TTY WAS 
NOT SERIOUS RESTRAINT. TODAY IT HAS BECOME THE OVERRIDING 
RESTRAINT. AVAILABILITY OF RELATIVELY SMALL MARGINAL 
INCREMENT OF DOLLARS, IN FORM FREE EXCHANGE, HAS DECISIVE 
BEARING ON SUCCESS OR FAILURE OF US POLICIES HERE. 
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3. PROBLEM NEEDS TO BE VIEWED IN TERMS OF TOTAL RESOURCE 
ABAILABILITY RATHER THAN AS TECHNICAL DISEQUILIBRIUM OF BALANCE 
OF PAYMENTS. QUESTION IS WHETHER IMPORT RESOURCE IS ADEQUATE 
TO SUPPORT THE VARIOUS OBJECTIVES WE AND GVN SEEK, E.E., 
DEVELOPMENT, RECONSTRUCTION, RELIEF, AND SECURITY. DURING THE 
LAST TWO YEARS, IMPORTS IN REAL TERMS HAVE GONE DOWN BY SOME 
20-25 PERCENT, PRIMARILY AS THE RESULT OF WORLD PRICE 
INCREASES. THE CONSEQUENCES IN TERMS OF REDUCED REAL INCOME 
FOR GOVERNMENT EMPLOYEES AND OTHER VULNERABLE GROUPS, AND IN 
TERMS OF PRESSURE ON RESOURCES AVAILABLE FOR RECONSTRUCTION 
AND DEVELOPMENT, ARE ALREADY SERIOUS. THE BALANCE OF 
PAYMENTS CAN BE FORCED INTO EQUILIBRIUM BY A COMBINATION OF 
EXCHANGE DEPRECIATION, TAXES, MONETARY RESTRAINT, AND 
EXPORT INCENTIVES, BUT IN THE SHORT RUN, THAT PROCESS ONLY 
MEANS STILL LESS RESOURCES FOR THE ECONOMY. THEREFORE, 
ALTHOUGH DEVALUATION AND OTHER MEASURES ARE NECESSARY, THEY 
DO NOT HELP TO RESOLVE THE FUNDAMENTAL SHORT-TERM PROBLEM. 
ONLY AN INCREMENT TO REAL RESOURCES CAN DO THAT. 

ACCORDINGLY. THE MISSION URGES THAT WASHINGTON AGENCIES 
REDUCE THE PL-480 TITLE I U.S. USES PORTION TO ZERO FOR 
THE NEW PL-480 AGREEMENT AND FOR SHIPMENTS NOT YET ARRIVED 
ON PAST AGREEMENTS. 
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